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Mr. Vernon Williams

Secretary JuL 11 05 5"21 m

Surface Transportation Board

2925 K Street NW
Washington, D.C. 20423-0001 SURFACE TRANSPORTATION BOARD

Re:  Filing Enclosed Pursuant to Section 11301 of Title 49 of the U.S. Code
Dear Mr. Williams:

Our office represents the Bank of Castile.

I have enclosed an original and one counterpart of the document described below, to be
recorded pursuant to Section 11301 of Title 49 of the U.S. Code. This document is a Security

Agreement, a primary document, dated —SQﬁQ_ -SQ)“'\ , 2005. The names and
address of the parties to the document are as follows:

Debtor (Borrower): Western New York & Pennsylvania Railroad, LLC
5789 Sweetners Boulevard
P.O. Box 190-B
Lakeville, New York 14482

Creditor (Lender): The Bank of Castile
50 North Main Street
Castile, New York 14427

A description of the equipment covered by the document follows:

All of Debtors asset’s including, but not limited to, rolling stcck, locomotives and
cars with designations as follows:

The Granite Building — 130 East Main Street — Rochester, NY 14604-1686 — Tel. 585-454-5650) — Fax 585-269-3077
www.lacykatzen.com

Bankruprov and Debror Reliet s Civil and Criminal Litigation » Collection and Creditor Services o Corporare. Banking and Business Faw

Divorce and Family TLaw o Fmplovment Law ¢ Ustates, Truses and Elder Law Services s Municipal Law

Personal Injury and Wrongtul Death « Real Estate Services » Wills & Fstate Planning




Model Number Type

C424 WNYP 426 Locomotive
C424 WNYP 427 Locomotive
C424 WNYP 428 Locomotive
C424 WNYP 429 Locomotive

Total: 4 locomotives

Caboose WNYPC 300 Rolling stock
Ballast car Rolling stock
Dump car Rolling stock
Spreader WNYP 401 Rolling stock
Snow plow WNYP 400 Rolling stock

A fee of $33 is enclosed. Please return the original and any extra copies not needed by
the Board for recordation to the attention of the undersigned at Lacy Katzen LLP in the envelope
provided.

A short summary of the document to appear in the index follows:

Primary document: A Security Agreement executed by Debtor (Borrower),
Western New York & Pennsylvania Railroad, LLC in favor of the Creditor
(Lender), The Bank of Castile, 50 North Main Street, Casti'e, New York 14427,
dated " SONC. O™ | 2005 and covering all assets of the Debtor
(Borrower) including rolling stock, locomotives and cars.

Very truly yours,

LACY KATZEN LLP
Attorney for the Lender

By: (\\JU’V%JM X @Kwéﬂ A

Wennifer U Chadwick

JLC/meb




THE BANK OF 0

CASTILE®»

COMMERCIAL

The Bank of Castil
Sl)lT\lorth l\?[ainagtr:et SE C U R |TY
Castile, NY 14427
(385 32576 "LENDER" AGREEMENT
: BORROWER : siuei il COWNER e
Western New York & Pennsylvania Western New York & Pennsylvanj
Railroad, LLC Y Railroad, LLC AECORDATION NO. ﬁ5705_nuzb
i ADDRESS _ o appreSHRFACE TRANSPORTATION B RD
5769 Sweeteners Blvd 5769 Sweeteners Blvd
Lakeville, NY 14480 Lakeville, NY 14480
TELEPHONE NO. it B IDENTIFICATION NO. TELEPHONE NO;® " 77 L DENTIFICATION NO: 760
| (585)346-2090  16-1601205 (585)346-2090 16-1601205

1. SECURITY INTEREST. For good and valuable consideration, Owner grants to Lender identified above a continuing security interest in
the Collateral described below to secure the Obligations described in this Agreement.

2. OBLIGATIONS. The collateral shall secure the payment and performance of all of Borrower's and Owner’s present and future, joint
and/or several, direct and indirect, absolute and contingent, express and implied indebtedness tc Lender under any promissory note or
agreementdescribed below, including all futurs advances made by Lender to Borrower or Owner and expenditures incurred by Lender upon
the occurrence of an Event of Default (collectively "Obligations"):

a. this Agreement and/or the following promissory notes and agreements:

INTEREST PRINCIPAL AMOUNT/ -~ FUNDING/= 7 1 = MATURITY. . & o CUSTOMER . [7 7 7 "LOAN
- RATE o) CREDIT LIMIT AGREEMENT DATE DATE . . ] . NUMBER . © NUMBER: oo
VARIABLE $1,500,000.00 06/30/05 06/30/25 12004910

N B

b. X] all other presently existing or future, evidences of indebtedness, obligations, agreements, instruments, guaranties or
otherwise of Borrower or Ownerto Lender (whether incurredfor the same or ditferent purposes than the foregoing); and
c. all renewals, extensions, amendments, modifications, replacements or substitutions to ary of the foregoing.

3. COLLATERAL. All of Owner's right, title and interest in the following described property, as defined by the Uniform Commercial Code
presently or as hereaiter amended or replaced, whether now or hereafter existing or now owned or hereafter acquired by Owner and
wherever located shall constitute the "Collateral":

]

Allf accounts including, but not limited to, any accounts described on Schedule A attached hereto and incorporated herein by this
reference;

]

All chattel paper including, but not limited to, any chattel paper described on Schedule A attached hereto and incorporated herein
by this reference;

All deposit accounts including, but not limited to, any deposit accounts described on Schedule A attached hereto and
incorporated herein by this reference;

l'\1ll documents including, but not limited to, any documents described on Schedule A attached hereto and incorporated herein by
this reference;

H & O

/?1" eql;ipment, including, but not limited to, any equipment described on Schedule A attached hereto and incorporated herein by
this reference;

All fixtures, including, but not limited to, any fixtures described on Schedule A and located or to be located on the real property
described on Schedule B attached herelo and incorporated herein by this reference;

All general intangibles including, but not limited to, any general intangibles described on Schedule A attached hereto and
incorporated herein by this reference;

?)H instfruments including, but not limited to, any instruments described on Schedule A attached hereto and incorporated herein by
this reference;

BOoE RO

Allinventory including, but not limited to, any inventory described on Schedule A attached hereto and incorporated herein by this
reference;

All investment property including, but not limited to, any investment property described on Schedule A attached hereto and
incorporated herein by this reference;

O O

All letter-of-credit rights inciuding, but not limited to, any letter-cf-credit rights described on Schedule A attached hereto and
incorporated herein by this reference;

All as-extractedcollateral including, but not limited to, all minerals or the like and accounts resulting from sales at the wellhead or
minehead located on or related to the real property described on Schedule B attached hereto and incorporated herein by this
reference;

All standing timber which is to be cut and removed under a conveyance or contract for sale locaied on the real property described
on Schedule B attached hereto and incorporated herein by this reference;

B O O

Other: Contract Rights and Intellectual Property
See Schedule B

All monies, instruments, and savings, checking, share or other accounts of Owner (excluding IRA, Keogh, trust accounts, and other accounts
subject to tax penalties if so assigned) that are now or in the future in Lender's custody or control;

All monies or instruments pertaining to the Collateral described above; o

All accessions, accessories, additions, amendments, attachments, modifications, replacements and substitutions to any of the above;

All proceeds and products of any of the above; and ;

All supporting obligations of the above. Lt” 6
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4. OWNER’S TAXPAYERIDENTIFICATION. Owner's social security number or federaltaxpayer igenunicaion nurmnuer is.

_16-1601205 .

5. OWNER'SLOCATION. D Owneris an individual and maintains his or her principal residence in th s stateof: .
Owner is a Limited Liability Company duly incorporated, registered, formed or

grg;wized, validly existing and in good standing under the laws of the state of: New l.lolrk L ] prer is' a
____— _ and maintains its principal place of business or, it it has more than one place of business, its chief

executive office in the stagof S
6. REPRESENTATIONS,WARRANTIES,AND COVENANTS. Owner represents, warrantsand covenantsto Lenderthat:

a) Owner is and shall remain the sole owner of the Coliateral; .
Ebg Neither Owner, nor, to the best of Owner's knowledge, has any other party used g"enerated, released, dlnlscharged, stored, or
disposed of any hazardous wasts, toxic substancs, or related materia (collectively "Hazardous Malerials") or transported any
Hazardous Matérials across the property except as allowed by and in accordance with applicablz federal, state and Iopal law and
regulation. Owner shall not commit or permit such actions to be taken in the future. The term "Hazardous Materials" shall mean
any substance, material, or waste which is or becomes regulated by any governmental authority including, but not limited to, (i)
petroleum; (i) asbestos; (iii) polychiorinated bipher\%Is; (i\§ those substances, materials or wastes designated as a "hazardous
substance” pursuant to Section 311 of the Clean Water Act or listed pursuant to Section 307 of the Clean Water Act or any
amendments or replacementsto these statutes; (v) those substances, materials or wastesdefined as a "hazardous waste" pursuant
to Section 1004 of the Resource Conservation and Recovery Act or any amendments or replacerentsto that statute; or (vi) those
substances, materials or wastes defined as a "hazardous substance” pursuant to Section 101 of the Comprehensive Environmental
Response, Compensation and Liability Act, or any amendments or replacements to that statute. Owner is in compliance in all
respects with all applicable federal, state and local laws and regulations, including, without limitation, those relating to "Hazardous
Materials", as defined herein, and other environmental matters {the "Environmental Laws") and neither the federal government nor
any-other governmental or quasi governmental entity has filed a lien on the Collateral, nor are there any pending or threatened

overnmental, judicial or administrative actions with respect to environmental matters, which involve the Collateral; )

(c) 8wner’s location ngner‘s place of organization, principal piace of business, or if more than one place of business, chief executive
dicated in paragraph 5. Owner shall not change its state of location without first

office, or principal residence) is in the state in
notifying Lender in writggjg. ) .

(d) The Collateral is located and has been located during the four (4) month period prior 1o the clate hereof, at Owner's address
described above or any address described on Schedule C attached hereto and_mcog)orated herein by this reference. Owner shall
immediately advise Lender in writing of any change in or addition to the foregoing addresses;, T o

(e) Qwner shall not become a party to an¥ restructuringof its form of business or participate in any consolidation, merger, liquidation or
dissolution without Lender’s prior written consent, ) i

(f ) Owner’s exact legal name is as set forth on the first page of this Agreement. Owner shall not chanﬁe such name or use any trade
name without Lender’s prior written consent and shall notify Lender of the nature of any intended change of Owner's name, or the
use of anY trade name, and the proposed effective date of such change; L ) )

(g) The Collateralis and shall at all times remain free of all tax and other liens, securlt%/ interests, encumbrances and claims of any kind
except for those belonging to_Lender and those described on Schedule D attached hereto and incorporated herein by this
reference. Without waivmg%he Event of Default as a result thereof, Owner shall take any action anc execute any document needed
to discharge any liens, security interests, encumbrances and claims not described on Schedule C, . )

h) Owner shall defend the Collateral against all claims and demands of all persons at any time claiming any interest therein;

i ) Owner will cooperate with Lender in obtaining and maintaining control with respect to all deposit accounts, investment property,
letter-of-credit rights and electronic chattel paper constituting the Collateral; )

(j ) Owner shall provide Lender with gossesslon. as appropriate, of all chattel paper, documents, instrumentsand investment property
constituting the Collateral, and Owner shail promptly mark all chattel paper, instruments, docurnents and investment property
constituting the Colfateral to show that the same are subject to Lender’s security interest; .

(k) All of Owner’'s accounts; chattel paper; deposit accounts; documents; general intangibles; instruments; investment property;
letter-of-creditrights; and tederal, state, county, and municipal government and other permits and licenses; trusts, liens, contracts,
leases, and agreements constituting the Collateral are and shall be valid, genuine and legally enforceable obligations and rights
belonging to Owner against one or more third parties and not subject to any claim, defense, set-oif or counterclaim of any kind,

(1) Owner shall not amend, modify, replace, or substitute any account; chattel paper, deposit account; document; general intangible;
instrument; investment property; or Ieher;of-crednn%\é constituting the Collaleral without the IE‘)ryor written consent of Lender. Owner
shall not create ang chattel paper constituting the Collateral without placing a legend on the chattel paper acceptable to Lender
indicating that Lender has a security interest in the chattel paper;

(m)No person shali file an amendment that is a termination statementfor a financing statementconcerning any of the Collateral without
the prior written consent of Lender, except to the extent permitted by the Uniform Commercial Code presently or as hereafter
amended or replaced; .

(n) Owner has the right and is duly authorized to enter into and perform its obligations under this Agreament. Owner’s execution and
performance of these obligations do not and shall not conflict with the provisions of any statute, requlation, ordinance, rule of law,
contract or other agreement which may now or hereafter be binding on Owner;

(o) No action or proceeding is pending against Owner which might resuit in any material or adverse change in its business operations
or financial condition or materially affect the Collateral;

(p) Owner has not violated and shall not violate any applicable federal, state, county or municipal statute, regulation or ordinance
(including but not limited to those goveming Hazardous Materials) which may materially and adverse?y affect its business
operations or financial condition or the Collateral;

(q) Owner shall, upon Lender’s request, deposit all proceeds of the Collateral into an account or accounts maintained by Owner or
Lender at Lender’s institution;

{r) Owner will, upon receipt, deliver to Lender as additional Collateral all securities distributed on accaunt of the Collateral such as
stock dividends and securities resulting from stock splits, reorganizations and recapitalizations;

(s) Owner agrees to the terms of the Obligations and to the terms of any renewals, exiensions, amendments, modifications,
replacements or substitutions of the Obligations; Lender rnae/ enter into agreemems in the futurs with Borrower which, if this
Agreement so provides, will become Obligations secured b¥| he Collateral described in this Agreement; property other than the
Collateral may also secure the Obligations, that Lender shall have no obligation to exercise its rights against such property prior to
exercising its rights against the Collatgaraf, that Lender may accept substitutions or exchanges for any such property, and that
Lender maé releaseits security interestin such property at any time; parties other than Borrower may beor may become obligated
under the Obligations; and

(t) This Agreement and the obligations described in this Agreement are executed and incurred for business and not consumer
purposes.

7. SALE OF COLLATERAL. Owner shall not assign, convey, lease, sell, license, exchange or transferany of the Collateralto any third party
without the prior written consent of Lender except for sales of inventory to buyers in the ordinary course of business.

8. FINANCING STATEMENTS AND OTHER DOCUMENTS. Owner shall at any time and from time to time take all actions and execute all
documents required by Lender to attach, perfect and maintain Lender's security interest in the Collateral and establish and maintain Lender's
right to receive the payment of the proceeds of the Collateral including, but not limited to, executing any financing statements, fixture filings,
continuation statements, notices of security interest and other documents required by the Unitorm Corimercial Code, presently or as
hereafteramended or reElaced, and other applicable law. Owner shall pa){ the costs of filing such documents in all offices wherevertiling or
recording is deemed by Lender to be necessary or desirable. Lender shall be entitled to perfect its security interest in the Collateralby fi ing
carbon, photographic or other reproductions of this Agreement and/or the aforementioned documents wich any authority required by the
Uniform Commercial Code, presently or as hereafteramended or replaced, or other applicable law. Ownerauthorizes Lenderto execute and
file any financing statemen{s‘as wellas extensions, renewalsand amendments of financing statementsin such form as Lender may require to
perfect and maintain perfection of any security interest granted in this Agreement.

9. INQUIRIES AND NOTIFICATIONTO THIRD PARTIES. Owner hereby authorizes Lender to contact any third party and make any inquiry
pertaining to Owner’s financial condition or the Collateral. In addition, Lender is authorized to provide ora: or written notice of its security
interest in the Collateral to any third party.

10. LOCKBOX, COLLATERALACCOUNT. if Lender so requestsat any time (whetheror not Owneris in default of this Agreement), Owner
will direct each of its account debtors to make payments due under the relevantaccount or chatteipaper directly to a speclal lock box to be
under the control of Lender. Owner hereby authorizes and directs Lender to deposit into a special collateral account 1o be established and
maintained with Lender all checks, drafts and cash payments received in the lock box. All deposits in the ccllateral account shall constitute
proceeds of Collateraland shall not constitute payment of any Obligation. At its option, Lender may, at any tire, api ly finally collected funds
on dgﬁosd in the collateral account to the payment of the Obligations in such order of application as Lender ma defermine, or permit Owner
to withdraw all or any part of the balance on deposit in the collateral account. If a coflateral account is so established, Owner agrees that
Owner will promptly deliver to Lender, for deposit into the collateral account, all paoyments on accounts and chattel paper received by Owner.
Aalllysrgglgﬂga);]menls shtall b% dre]h\{ter,ed to Lender |nd ttl;ne éorm rechel\'zle';i (ﬁx?jpt for Owner’s endorsement if necassary). Until so deposited, all
> on accounts and chattel paper receive wner shall be held in trust b |
Ee oo conts and cha p';?o Serty ceived® Iy y Owner for and as the property of Lender and shall not

W
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11. COLLECTIONOF INDEBTEDNESS FROM THIRD PARTIES. Lender shall be entitled to notify, and upon the request of Lender, Owner
shall notlféany account debtor or other third party {inclpding, but not limited to, insurance companies) to pay any indebtedness or obligation
owing to Owner and constituting the Collateral (collectively "Indebtedness")to Lender whether or not a default éxists under this Agreement.
Owner shall diligently collect the Indebtedness owing to Owner from its account debtors and other third parties until the giving of such
notification. In the event that Owner possesses or receives Fossession of any instruments o- other remittances with respect to the
Indebtedness following the giving of such notification or if the instruments or other remittances constitute the prepayment of any
Indebtedness or the payment of any insurance proceeds, Owner shall hold such instrumentsand cther remittancesin trust for Lender apart
from its other property, endorse the instruments and other remittancesto Lender, and immediately provide Lender with possession of the
instrumentsand other remittances. Lender shall be entitled, but not required, to collect gby legal proceedings or otherwise), extend the time
for payment, compromise, exchange or releaseany obligor or collateral, or otherwise settle any of the indebtedness whether or not an event
of default exists under this Agreement. Lender shall not be liable to Owner for any action, error, mistake, omission or delay pertaining to the
actions described in this paragraph or any damages resulting therefrom.

12. POWER OF ATTORNEY. Owner hereby aﬁpoints Lender as its attorney-in-factto endorse Owner’s name on all instrumentsand other
remittances payable to Owner with respect to the Indebtedness, including any items received by Lender in any lockbox account, or other
documents pertaining to Lender’s actions in connection with the Indebtedness. In addition, Lender shall be entitled, but not required, to
perform any action or execute any document required to be taken or executed by Owner under this Agreement. Lender’s performance of
such action or exscution of such documents shall not relieve Owner from any obligation or cure any default under this Agreement. The
powers of attomney described in this paragraph are coupled with an interest and are irrevocable.

13. USE AND MAINTENANCE OF COLLATERAL. Owner shall use the Collateral solely in the ordinary course of its business, for the usual
pug;oses intended by the manufacturer (if applicable), with due care, and in compliance with the laws, ordinances, regulations, requirements
and rules of all federal, state, county and municipal authorities including environmental laws and regulations and insurance policies. Owner
shall not make any alterations, additions or improvements to the Collalteral without the prior written consent of Lender. Owner shall ensure
that Collateral which is not now a fixture does not become a fixture. Without limiting the fcregoing, all alterations, additions and
improvements made to the Collateral shail be subject to the security interest belon lna to Lender, shall not be removed without the prior
written consent of Lender, and shall be made at Owner’s sole expense. Owner shall take all actions and make any repairs or replacements
needed to maintain the Collateral in good condition and working order.

14. LOSS OR DAMAGE. Owner shall bear the entire risk of any loss, theft, destruction or damage (collectively “Loss or Damage") to all or

any part of the Collateral. In the event of any Loss or Damage, Owner will either restore the Collateral to its previous condition, replace the

Collateral with similar property acceptable to Lender in its sole discretion, or pay or cause to be paid 1o Lender the decreasein the fair market

\éall‘fet of t'he affected Collateral. Lender has no duty to collect any incorne accruing on the Collaterai or to preserveany rights relating to the
ollateral.

15. INSURANCE. The Collateral will be kept insured for its full value against all hazards including loss or damage caused by fire, collision,
theft or other casualty. If the Collateral consists of a motor vehicle, Owner will obtain comprehensive and collision coverage in amounts at
least equal to the actual cash value of the vehicle with deductibles not to exceed $§ n/a . Insurance coverage obtained by
QOwner shall be from a licensed insurer subject to Lender’s approval. Owner shall assi%n 1o Lender afl rights to receive proceeds of insurance
not exceeding the amount owed under the Obligations described above, and direct the insurer to pay all proceeds directly to Lender. The
insurance policies shall require the insurance company to provide Lender with at least __30 days” written notice before such policies are
altered or cancelled in any manner. The insurance policies shali name Lender as a loss payee and provide that no act or omission of Owner
or any other person shall affect the right of Lender to be paid the insurance proceeds pertaining to the loss or damage of the Collateral. In
the event Ownerfails to acquire or maintain insurance, Lender (after providing notice as may be required by law) may in its discretion procure
appropriate insurance coverage upon the Collateral and charge the insurance cost as an advance of principal under the promissory note.
Owner shall furnish Lender with evidence of insurance indicating the required coverage. Lender miay act as attorney-in-factfor Owner in
makin%and settling claims under insurance policies, cancelling any policy or endorsing Owner’s name ‘on any draft or negotiable instrument
drawn by any insurer.

16. INDEMNIFICATION. Lender shall not assume or be responsible for the performance of any of Owner’s obligations with resrect to the
Collateral under any circumstances. Owner shallimmediately provide Lender with written notice of and hereby indemnifies and holds Lender
and its shareholders, directors, officers, employees and agents harmless from all claims, damages, liabilities (including attorneys’ fees and
legal expenses), causes of action, actions, suits and other legal proceedings (collectivel "Claims'?'perjlaining to its business operations or
the Collateral including, but not limited to, those arising from Lender's periormance of Owner's obligations with respect to the Collateral or
claims involving Hazardous Materials. Owner, upon the request of Lender, shall hire Ie%al counsel to defend Lender from such Claims, and
pay the attorneys’ fees, legal expenses and other costs to the extent permitted by applicable law, incurred in connection therewith. In the
alternative, Lender shall be entitled to employ its own legal counsel to defend such Claims at Owner’s cost.

17. TAXES AND ASSESSMENTS. Owner shall execute and file all tax returns and pay all taxes, licenses, fees and assessmentsrelating to
its business operations and the Collateral (including, but not limited to, income taxes, personal property taxes, withholding taxes, salestaxes,
use taxes, excise taxes and workers’ compensation premiums) in a timely manner.

18. INSPECTION OF COLLATERALAND BOOKS AND RECORDS. Owner shall allow Lender or its agents to examine, inspect and make
abstracts and copies of the Collateral and Owner’s books and records pertainin? to Owner’s business odperations and financial condition or
the Collateral during normal business hours. Owner shall provide any assistance required bY Lender for these purposes. All of the
signatures and information Fertalning to the Collateral or contained in the books and records shall be genuine, true, accurateand complete
in all respects. Owner shall note the existence of Lender’s security interest in its books and records pertaining to the Collateral.

19. EVENTSOF DEFAULT. An Event of Default will occur under this Agreement in the event that Owner, Borrower or any guarantor:

a) fails to make any payment under this Agreement or any other indebtedness to Lender when due;

b) fails to perform any obligation or breaches any warranty or covenant to Lender contained in this Agreement or any other present
or future written agreement regarding this or any other indebtedness to Lender;

¢) provides or causes any false or misléading signature or representation to be provided to Lender,

d) sells, conveys, or transfers rights in any Tollateral without the written approval of Lender; destroys, loses or damages such
Collateral in any material respect; or subjects such Collateral to seizure, confiscation, or condemnation;

e) seeks to revoke, terminate or otherwise limit its liability under any continuing guaranty;

f ) has a garnishment, judgment, tax IevY, attachmentor lien enteredor served against Owner, Borrower, or any guarantor, or any of
their property including the Collateral; ) . . .

(g) dies, becomes legally incompetent, is dissolved or terminated, ceases to operate its business, becomes insolvent, makes an
assignment for the benefit of creditors, fails to pay any debts as they become due, or becomes the subject of any bankruptcy,
insolvency or debtor rehabilitation proceeding;

h) allows the Collateral to be used by anyone to transport or store goods, the possession, transportation, or use of which, is illegal,
i ) fails to provide Lender evidence of satisfactory financial condition; .

j) hasa ma{ority ot its outstanding voting securities sold, transferredor conveyed to any person or entity other than any person or
entity that has the majority ownership as of the date of the execution of this Agreement; or

(k) causes Lender to deem itself insecure due to a significant decline in the value of any of the Collateral.

20. RIGHTS OF LENDER ON EVENT OF DEFAULT. Upon the occurrence of an Event of Default under this Agreement, Lender shall be
entitled to exercise one or more of the following remedies without notice or demand (except as required by law):
(a) to declare the Obligations immediately due and payable in full, such acceleration shall be automatic and immediate if the Event

of Default is a filing under the Bankruptcy Code;, ) o

b) to collect the outstandingf Obligations with or without resorting to judicial process; ) o

c) to change Owner's malling address, open Owner's mail, and retain any instruments or other remittances constituting the
Collateral contained therein; ) ]

d) to take possession of any Collateral in any manner permitted bF law; . ) .

e) to apply for and obtain, without notice and upon ex parte application, the a{)pom!ment of a receiver for the Collateral without
regard to Owner’s financial condition or solvency, the adequacy of the Collaleral o secure it e payment or performance of the
obligations, or the existence of any waste to the Collateral; .

f ) to réquire Owner to deliver and make available to Lender any Collateral at a place reasonably convenient to Owner and Lender;
to sell, lease or otherwise dispose of any Collateral and collect any deficiency balance with o* without resorting to legal process;

g to set-off Owner’s obligations against any amounts due to Owner including, but not limited to, monies, instruments, and deposit
accounts maintained with Lender; and . '

(i) to exercise all other rights available to Lender under any other written agreement or applicable law.

Lender’s rights are cumulative and may be exercised tc;jgether, separata(l}/,and in any order. Unless the Collateralis perishable, threatensto
decline speedily in value or is of a type customarily sold on a recognized market, Lender will provide re:asonable notification of the time and

lace of any sale or intended disposition as required under the Uniform Commercial Code, presently or as hereafteramended or replaced.
Eender hasno obligation to clean up or otherwise prepare the Collateralfor sale. Lender may comply with any applicable stateor federal law
requirements in connection with a disposition of the Collateral and compliance will not be considereid adversely to affect the commercial
reasonablenessof any sale of the Collateral. If the Collateral consists of securities, Lender shall be entitled to transferthe securitiesinto the
name of Lender or its designee and to vote the securities. Lender shall be authorized to notify the issuer of the securitiesto remit any related
dividends, interest and securities resulting from stock splits, reorganizations and capitalizations direc'ly to Lender or its designee. In the
event that Lender institutes an action to recover any Collateral or seeks recovery of any Collateral by way of a prejudgment remedy in an
action against Owner, Owner waives the posting of ‘any bond which might otherwise be required. Upon default, Owner shall segregate all

proceeds of Collateraland hold such proceeds in trust for Lender. Lender's remedies under this paragraph are in addition to those available
at common law, such as offset. P
W




21. APPLICATIONOF PAYMENTS. Whetheror not a default has occurred under this Agreement, all payments made by or on behalf of
Owner and all credits due to Owner from the disposition of the Collateral or otherwise may be applied ajainst the amounts paid by Lender
(including attorneys’ fees and legal expensesz‘in connection with the exercise of its rights or remedies described in this Agreement and any
interest t%ereon and then to the payment of the remaining Obligations in whatever order Lender chooses.

29, ADVANCES TO PERFORM COVENANTS. Owner shall reimburse Lender for all amounts (including attomneys' feesand legal expenses)
expended by Lender in the performance of any action required to be taken by Owner or the exercise of any right or remedy belonging to
Lender under this Agreement, together with interest thereon at the fower of the highest rate described in ‘any promissory note or credit
agreement executed by Borrower or Owner or the highest rate allowed by law from the date of payment until the date of reimbursement.
Tgese sums shall be included in the definition of Obligations, shall be secured by the Collateral identified in this Agreement and shall be
payable upon demand. Lenderhas no duty to take any action to protect the value of the Collateralor to exerciseany rights of the Owner with
respect to the Collateral.

23. ASSIGNMENT. Owner shall not be entitled to assign any of its rights, remedies or obligations described in this Agreement without the
prior written consent of Lender. Consent may be withheld by Lender in its sole discretion. Lender shall bis entitled to assign some or all of its
rights and remedies described in this Agreement without notice to or the prior consent of Owner in any manner.

24. MODIFICATION AND WAIVER. The modification or waiverof any of Owner’s Obligations or Lender’s rights under this Agreement must

be contained in a writing signed by Lender. Lender may perform any of Owner's Obligations or delay or fail to exercise any of its rights

without causing a waiver of those Obligations or rights.” A waiver on one occasion shall not constitute a waiver on any other occasion.

Owner’s Obligations under this Agreement shall not be affected if Lender amends, compromises, exchanges, fails to exercise, impairs or

releasesany of the obligations belonging to any Owneror third party or any of its rights against any Owner, third party, Collateral or any other

%rgFerty securing the Obligations. Owner waives any right it may have to require Lender to pursue any third person for any of the
igations.

25. SUCCESSORS AND ASSIGNS. This Agreement shall be binding upon and inure to the benefit of Owner and Lender and their
respective successors, assigns, trustees, receivers, administrators, personal representatives, legatees, and devisees.

26. NOTICES. Any notice or other communication to be provided under this Agreement shall be in writing and sent to the parties at the
addresses described in this Agreement or such other address as the parties may designate in writing from time to time.

27. SEVERABILITY. If any provision of this Agreementviolates the law or is unenforceable, the rest of the Agreement shall remain valid.

28. APPLICABLELAW. This Agreement shall be governed by the laws of the stateof ‘New Yoxk , except to
the extent that the Uniform Commercial Code, presently or as hereafteramended or replaced, provides for the application of the law of the
state of Owner’s location, as indicated in paragragh 5. Unless applicable law provides otherwise, Owner consents to the jurisdiction and
venue of any court located in such state selected by Lender in the event of any legal proceeding under this Agreement.

29. COLLECTIONCOSTS. To the extent permitted by law, Owner agreesto an Lender's reasonable fe:es and costs of attorneysand other
agents (including without limitation paralegals, clerks and consultants), whether or not such attorney cr agent is an employee of Lender,
which are incurred by Lender in collecting any amount due or enforcing any right or remedy under this Agreement, whether or not suit is
brought, and including, but not limited to, all fees and costs incurred on appeal, in bankruptey, and for post-judgment collection actions.

30. MISCELLANEOUS. This Agreementis executed for commercial purposes. Owner shall supply information regarding Owner’s business
operations and financial condition or the Collateral in the form and manner as requested by Lender from time to time. All information
furnished by Owner to Lender shall be true, accurate and complete in all respects. Owner and Lender agree that time is of the essence.
Owner waives presentment, demand for payment, notice of dishonor and protest except as required by law. All referencesto Owner in this
Agreement shall include all parties signing below except Lender. This Agreement shall be binding upon the heirs, successorsand assigns of
Ownerand Lender. If there is more than one Owner, their obligations under this Agreement shall be joint and several. This Agreement shall
remain in full force and effect until Lender provides Owner with written notice of termination. This Agresment representsthe complete and
integrated understanding between Ownerand Lender regarding the terms hereof.

31. WAIVER OF PERSONAL SERVICE OF ANY PROCESS. Servicemay be made br certified or registered mail at the address set forth
herein. Owner shall appear on or answer within thirty (30) days of receipt of service. [f Owner fails to appear, Owner shall be deemed in
default and judgment may be entered.

32. WAIVER OF JURY TRIAL. LENDER AND OWNER HEREBY WAIVE ANY RIGHT TO A TRIAL BY JURY IN ANY CIVIL ACTION
ARISING OUT OF, OR BASED UPON, THIS SECURITY AGREEMENT.

33. ADDITIONAL TERMS:

OWNER ACKNOWLEDGES THAT OWNER HAS READ, UNDERSTANDS, AND AGREES TO THE TEERMS AND CONDITIONS OF THIS
AGREEMENT. OWNER ACKNOWLEDGES RECEIPT OF AN EXACT COPY OF THIS AGREEMENT.

Dated: June 30, 2005 s i

LENDER: The Bank of Castile

p, S s

Gre J. Wood . S- g -
Viczwﬁ}’esident R

OWNER: Western New k & Pennsylvania OWNER:
Railroad, C
W/

By:

William D. Burt J/

Membet () -

OWNER: Pusad OWNER:
OWNER: OWNER:
OWNER: OWNER:

LPNY206D @ Hariand Financial Solutions, Inc. (10/23/01) (800) 937-3799
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SCHEDULE A

"The Loan secured by the lien was made under
(SBA) nationwide program which uses tax dollars to assist small husiness owners. If
then under SBA regulations: A)

the United States is seeking to enforce this document,
der of the Note, this document and all documents evidencing or

use local or state procedures for purposes such as filing papers, recording
documents, giving notice, forclosing liens and other purposes. By using these
procedures, SBA does not waive any Federal immunity from local
Penalty, tax or liability. No borrower or Guarantor ma

any local or state law to deny any obligation of Borrower, or defeat any claim of SBA
with respect to this loan. Any clause in the document requiring arbitration is not
enforceable when SBA ig the holder of the Note secured by this instrument."

SCHEDULEB
iles of railroad commonly knovm as the

See Attached Description on the 42 m
rry and Meadville PA.

Meadville-Corry Rail Line between Co

Record Owner Name: Western New York & Pennsylvania Railroad LLC
SCHEDULE ¢

SCHEDULE D
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WESTERN NEW YORK AND PENNSYLVANIA RAILROAD, LLC

LEGAL DESCRIPTION

ALL THAT CERTAIN property, together with all the buildings, improvements and their
appurtenances located thereon, being a portion of the line railroad formerly known as
the Erie Lackawanna Main Line (a.k.a. Meadville Line)(Line Code 6501), which is
situated in Erie and Crawford Counties, Pennsyivania, generally described in Exhibit “A”
and generally indicated by “PS” on Case Plan No. 71272, sheets 1 through 25, dated
January 23, 1995 and revised February 1, 1995.

ALSO, ALL THAT CERTAIN property, together with all improvements and
appurtenances thereon, being a portion of the line of railroad known as the Meadville
Line, and which property is situate in the County of Erie and Commonwealth of
Pennsylvania, generally described in Exhibit “C” and generally indicated by “PS” on
Case Plan No. 71273, dated October 24, 1995 and revised June 10, 1998.

EXCEPTING ali that certain piece or parcel of land situate in the Borough of
Saegertown, County of Crawford and Commonwealth of Pennsylvania known as Map
No. 4512-25, sold out to Kevin M. Byers per Deed dated June 21, 2004 and recorded
October 11, 2004 in Record Book 734 at page 1003, more particularly described as
follows: All that certain piece or parcel of land situate in the Borough of Saegertown,
County of Crawford and Commonwealth of Pennsylvania, bounded and described as
follows, to-wit: Commencing 122 feet East of the East line of Grant Street at an iron pin
found at the Northeast corner of land owned by Kevin M. Byers and ihe southerly
intersection of lands now or formerly of Clair J. Ferry and Erie Lackawanna Railroad:
thence South 81°16’45” East, 70 feet along land formerly of Erie Lac<awanna Railroad
to an iron pin set; thence South 29’ West a distance of 161.23 feet along land formerly
of Erie Lackawanna Railroad to an iron pin set; thence North 81°00’ 'West 80 feet along
land formerly of Erie Lackawanna Railroad to an iron pin found at the: Southeast corner
of land owned by Kevin M. Byers; thence North 9°02'20” East 160.5¢ feet along land of
Kevin M. Byers to an iron pin found, the point and place of beginning.

EXCEPTING thereout and therefrom all right, title and interest in and to any and all
materials, materials and fossil fuels, inciuding but not limited to coal, gas and oil
(hereafter referred to as “minerals”) located in, on, through, under and beneath the
Premises; and together with the rights and easements of immediate and unimpeded
ingress and egress on, across and over said Premises for the purpose of testing and
removing said minerals; and together with eth right to lay pipes in, or,, and under the
surface of said Premises to effectuate such removal; and further together with the right
to sell and collect any and all rents, profits and royalties from said minerals.




ALSO EXCEPTING thereout and therefrom all right, title and interesi in and to any
existing railroad bridge crossings, facilities and appurtenances (“Bridge”) which may be
above, below or at grade with the portion of the Premises described in Exhibit “A” and
indicated on Exhibit “B”; together with an assignable easement for tha2 location of said
Bridge and also for the right of ingress and egress and the right to use, maintain, repair,
renew, replace and remove said Bridge as further described in Exhibit “A” and indicated
on Exhibit “B”.

ALSO EXCEPTING thereout and therefrom all right, title and interesi in and to any
existing railroad crossings (excluding, however, public highway, street or road
crossings) and their appurtenances which may be above, below or at: grade with the
portion of the Premises described in Exhibit “C” and indicated on Exhibit “D”; and
together with the right of ingress and egress and the right to use, maintain, repair,
renew, replace and remove and operate on, above or under such railroad crossings;
this includes a railroad operating easement through the existing railroad crossings for
the purpose of operating a continued railroad through the portion of the Premises
described in Exhibit “C” and indicated on Exhibit “D".

UNDER AND SUBJECT, however, to (1) prior exceptions and reservations of record:
(2) whatever rights the public may have to the use of any roads, alleys, bridges or
streets crossing the Premises, (3) any streams, rivers, creeks and water ways passing
under, across or through the Premises, and (4) any easements or agreements of record
or otherwise affecting the Premises, and to the state of facts which a personal
inspection or accurate survey would disclose, and to any pipes, wires, poles, cables,
culverts, drainage courses or systems and their appurtenances now existing and
remaining in, on, under, over, across and through the Premises, together with the right
to maintain, repair, renew, replace, use and remove same.

BEING the same premises conveyed to Western New York and Pennsylvania Railroad,
LLC, a New York Limited Liability Company, the Mortgagor herein, by Deed of
Northwestern Pennsylvania Rail Authority, dated March 1, 2002 and recorded March
22, 2002 in Crawford County, Pennsylvania Record Book 570 at page 662 and
recorded March 26, 2002 in Erie County, Pennsylvania Record Book 864 at page 2178.




EXHIBIT A

CASE NUMBER 71272

Erie County, Pennsylvania

Meadyville Line, Line Code 6501

ALL THAT CERTAIN property being a portion of the former line of railroad known as
the Erie Lackawanna Main Line (a.k.a. the Freedom Secondary and/or Meadville
Line), and identified as Line Code 6501 in the Recorder's Office of Erie County,
Pennsylvania in Deed Record Book 1323 at page 277, situate in the County of Erie
and the Commonwealth of Pennsyivania, all as indicated by "PS" on Case Plan No.
71272, sheets | through 13 of 25, dated January 23, 1995 and revised February 1,
1995; herein referred to as Premises and being further described as follows:

BEGINNING at approximately Railroad Mile Post 60.8, being the northerly line of the
property known as the "Corry Diamond", herein conveyed as Line Code 2315, in the
City of Corry, as indicated on sheet | of.25 of Exhibit "B": thence extending in a
general westerly then southerly direction passing through the Townships of Concord
and Union, Union City (in the area between French and Washington Streets, in
Union City, the southerly line of property to be conveyed is 21 feet southerly of the
centerline of track, with Grantor retaining the property south of said southerly line, as
indicated on sheet 9 of 25 of Exhibit "B"), the Township of Le Boeuf, Mill Village to
the County Line, the County of Erie on the north and the County of Crawford on the
south at approximately Railroad Mile Post 81.8, as indicated on sheet 13 of 25 of
Exhibit "B".

AND ownership of the signal facilities in the vicinity of Atlantic and \Washington Streets
in Union City as indicated on sheet 9 of 25 of Exhibit "B" was transferred an
easement was granted for the location of said signal facilities as provided aforesaid.

Exhibit A — Page 1 of 3




Crawford County, Pennsylvania
Meadyville Line, Line Code 6501

ALL THAT CERTAIN property being a portion of the former line of railroad known as the
Erie Lackawanna Main Line (a.k.a. the Freedom Secondary and/or Meadville Line), and
identified as Line Code 6501 in the Recorder's Office of Crawford Ccunty, Pennsylvania
in Deed Record Book 518 at page 1117, situate in the County of Crawford and the
Commonwealth of Pennsylvania, all as indicated by "PS" on Case Plan 'No. 71272,
sheets 13 through 25 of 25, dated January 23, 1995 and revised February 1, 1995;
herein referred to as Premises and being further described as follows:

EXTENDING from the County Line, the County of Erie on the north and the County of
Crawford on the south, at approximately Railroad Mile Post 81.8, as indicated on sheet
13 of 25 of Exhibit "B", in a general southerly direction, passing through the Townships
of Rockdale and Cambridge, Cambridge Springs (in the vicinity of Cambridge Springs,
the southerly line of property to be conveyed is as indicated on sheefs 16 through 18 of
25 of Exhibit "B"; with Grantor retaining the property south of said so Jtherly line),
Venango, the Township of Woodcock, Saegertown and the Township of West Mead to
Railroad Mile Post 102.3, the place of ENDING, in the City of Meadv lle as indicated on
sheet 25 of 25 of Exhibit "B"

EXCEPTING AND RESERVING, thereout and therefrom an assignable easement, 150
feet wide, for the life of Bridge No. 82.88, as indicated by hatched linas on sheet 15 of
25 of Exhibit "B".

EXCEPTING AND RESERVING, thereout and therefrom an assignable easement, 100

feet wide, for the life of Bridge No. 85.57, as indicated by hatched linas on sheet 16 of
25 of Exhibit "B".

EXCEPTING AND RESERVING, thereout and therefrom an assignable easement

for the encroachment of Bridge No. 87.14, as indicated by hatched lines on sheet
17 of 25 of Exhibit "B".

IT IS FURTHER understood that ownership of the aforesaid three (3) bridges were
not transferred and that prior to the removal of the aforesaid Bridges, Grantor in
prior deed of record, its successors or assigns, will notify Grantee in prior deed of
record, its successors and assigns, of its intention to remove any of the Bridges or
any portion thereof. When said Bridge or Bridges are removed, then these Bridge

Excepting and Reserving clauses shall cease and become void as if never written
herein.
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Erie County, Pennsylvania

Corry Diamond, Line Code 2315

ALL THAT CERTAIN property being a portion of the former line of railroad known as the
Erie Secondary Track (Main Line-Erie) (a.k.a. Erie-Warren Secondary Track), and
identified as Line Code 2315 in the Recorder's Office of Erie County, Pennsylvania in
Book 1323 at page 203, situate in the City of Corry, County of Erie and the
Commonwealth of Pennsylvania, all as indicated by "PS" on Case Plan No. 71272,
sheet 1 of 25, dated January 23, 1995 and revised February 1, 1995 herein referred to
as Premises and being further described as follows:

BEING the property known as the Corry Diamond, which was excepled and reserved
from the conveyance, by deed dated August 30, 1985 of Grantor's Eric-Warren
Secondary Track to the Allegheny Railroad Company (now Allegheny and Eastern

Railroad, Inc.), in the vicinity of Maple Avenue, as indicated on sheet 1 of 25 of Exhibit
IlBII.

Erie County, Pennsylvania

Chautauqua

Branch, Line Code 2327

ALL THAT CERTAIN property being a portion of the former line of railroad known as
the Penn Central Chautauqua Branch and identified as Line Code 2327 in the
Recorder's Office of Erie County, Pennsylvania in Book 1323 at pzage 183, situate in
the City of Corry, County of Erie and the Commonwealth of Pennsylvania, all as
indicated by "PS" on Case Plan No. 71272, sheet 2 of 25, dated January 23, 1995
and revised February 1, 1995; herein referred to as Premises and being further
described as follows:

BEING a piece or parcel ofland adjacent to the Meadvilie Line, herein conveyed, in
the vicinity of North West Street and Gates Street (a.k.a. Washingion Street), as
indicated on sheet 2 of 25 of Exhibit "B".

Exhibit A — Page 3 of 3




EXHIBIT B

MAP ADDENDUM

Exhibit B — Contains 25 Maps
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EXHIBIT C

CASE NUMBER 71273

Erie County, Pennsylvania

Meadyville Line, Line Code 6501

ALL THAT CERTAIN property being a portion of the line of railroad known as the Main
Line (a.k.a. Meadbville Line), and identified as Line Code 6501 in the Recorder's Office of
Erie County, Pennsylvania in Deed Record Book 1323 at page 277, situate in the County
of Erie and the Commonwealth of Pennsylvania, being further described as follows:

BEGINNING at Railroad Mile Post 60.5, being at Railroad Station 3180+62; thence
extending in a general southwesterly direction to approximately Railroad Mile Post 60.8,
the place of ENDING, all in the City of Corry.

TOGETHER with that certain rectangular parce! of land adjacent to th2 easterly line of
Center Street.
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